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IN RE: Palmetto Rural Telephone Cooperative, Inc. and Palmetto Telephone

Communications, LLC - Request for Waiver of Local Rates

Mr. Terreni:

On October 25, 2005, a similar request was received from Palmetto Telephone

Communications. ORS does not oppose approval of the request made by Palmetto

Telephone Communications, an affiliate of Palmetto Rural Telephone Cooperative.

While ORS does not oppose Commission approval of these requests from Palmetto Rural

Telephone Cooperative and Palmetto Telephone Communications, ORS does have some
concerns about the wavier of these retail rates and the potential impact of these waivers

on intrastate universal service funding and gross receipt reporting. The size of a carrier's

obligation to the intrastate universal service fund is a function of the total retail revenues

reported on an annual basis from all telecommunications providers in South Carolina.

The Office of Regulatory Staff does not oppose the approval of Palmetto Rural

Telephone Cooperative's request, dated September 30, 2005, to waive the local exchange

rates for its members during the month of December, 2005. ORS does recommend a

qualified approval consistent with the Commission's treatment of this request in previous

years. ORS requests that Palmetto Rural Telephone Cooperative's request be qualified to

provide for the revenues from the month of December 2005 be imputed in any rate or

earning proceedings which would involve the month of December 2005. In other words,

if Palmetto Rural Telephone Cooperative were tO file a rate case with a test year

including the month of December, 2005, ORS recommends that the revenues associated

with the waived rates be imputed for rate making purposes.
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To ensure a competitively neutral intrastate universal service fund, ORS also
recommendsthat anycompanywaiving retail ratesbe requiredto track andreportthose
foregonerevenuesfor purposesof determiningthe company'sobligationto the intrastate
universalservicefund.

A similar ORSconcernexistsfor reportingof grossreceipts.Grossreceiptsfor telegraph
andtelephonecompaniesis definedin Section58-1-40(3) of the SouthCodeof Laws. In
thisdefinition, thegrossreceiptsarerequiredto bereported"whetheractuallyreceivedor
not...". In order,to balancethe interestof all telephoneutilities andto ensurethat all
carriersreport grossreceiptsuniformly, ORSrecommendsthat any foregonerevenuesbe
trackedandincludedwhenreportinggrossreceipts.

In summary,ORSdoesnot opposetherequestof PalmettoRuralTelephoneCooperative
to waive local exchangeratesduring the month of December2005 or the requestof
PalmettoTelephoneCommunicationsto waivelocal exchangeratesprovided:

(1) thatbothcompaniesberequiredto trackall foregoneintrastaterevenues
(2) that thoseintrastaterevenuesbe imputedto the companyfor useduringany

earningsorrateproceedingwhereDecember2005is includedin thetestyear,
(3) that the companiesbe required to report those foregone revenues in

calculatingthecompanies'obligationto theuniversalservicefund; and
(4) that the companiesreport any foregoneintrastaterevenuesin reportingof

grossreceiptsreporting.

Shouldyouhaveanyquestionsconcerningthis matter,pleaseadvise.

Sincerely _'

amesM: McDaniel

Cc_ Mr. H.J. Dandridge, III

Mr. Jason Dandridge
Florence Belser

Katie Morgan


